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TORMEX MINING DEVELOPERS LIMITED 


Report of the Directors 


To THE SHAREHOLDERS: 


There have been a number of significant developments in the affairs of the Company during the past 
year. The most important corporate development was the signing of the Reorganization and Financing 
Agreement with Du Pont of Canada Limited, Lacanex Mining Company Limited, Pure Silver Mines Limited, 
the Company and others, and which was approved by Shareholders in September, 1970. Unfortunately, 
litigation in Mexico over the control of La Encantada, S.A., postponed the closing of this transaction. A 
summary of these events was described in letters to Shareholders dated December 30, 1970 and April 29, 
1971. The litigation has now been satisfactorily resolved and approvals of the Reorganization and Financing 
Agreement are being sought from regulatory authorities. It is expected that closing of the transactions will 
take place before year end. On closing the Company will receive $1,712,800 through the sale of 2,141,000 
shares and will be entitled to borrow additional funds, as necessary, from Pure Silver Mines Limited. This 
money will be sufficient to carry on the present programs of mine development and exploration until the 
Encantada mine is in full production. 


The Company is concentrating its exploration activity in Mexico and to some extent in Central America. 
The Company, as contemplated under the terms of the Reorganization and Financing Agreement, has taken 
over the exploration office of Lacanex Mining Company Limited in Chihuahua situated in north central 
Mexico. The Company also operates offices in Hermosillo, in northwestern Mexico and in Mexico City. 
The location of the exploration offices and the principal properties being developed by the Company at 
present are shown on the accompanying map of Mexico. 


The properties under exploration and development are as follows: 


Lead-Silver — La Encantada Mine 


In September, 1970, the Company purchased the “B”’ shares (49 %) of La Encantada, S.A., which is the 
owner of a high-grade, lead-silver mine in Coahuila in northeastern Mexico. (See map). 


The Encantada orebody is an irregular chimney type replacement deposit in limestone, the outline and 
and attitude of which is shown in the diagram overleaf. The mine has been developed on 12 levels from the 
790 to the 645 meter horizons. It is still open at depth. Access is provided by two single compartment shafts. 


Proven ore reserves, based on over 8,000 samples, are estimated to be just over 1 million tons at an 
average grade of approximately 20% lead and 20 ounces silver per ton. The chances of finding additional ore 
in the chimney at depth and on other parts of the property are excellent. 


Plans are underway to increase the mine production to 350 tons of ore per day by the early part of next 
year at a cost of approximately 1.6 million dollars (U.S.). The ore will be mined by a system of sub-level 
caving to ensure low operating costs. The ore, as it comes from the mine, is shipped directly to the Pefioles 
smelter at Torreon. Production, while the mine is being prepared for full-scale operations, is being main- 
tained at about 125 tons per day. 


The “‘A” shares of La Encantada, S.A. are under option to Industrias Pefioles, S.A. which is the third 
largest mining and smelting company in Mexico. Pefioles is owned 85% by Mexicans and 15% by foreigners. 
In order to comply with Mexican law, Pefioles must own 60% of any joint venture with non-Mexican com- 
panies. Therefore, the Company is selling, at cost, 9% of their ‘“B” shares to Pefioles so that Pefioles will 
then own 60% and the Company 40% of La Encantada. Due to certain reductions in smelter and tax charges 
that could be obtained through an association with Pefioles, it is believed that the profits accruing to the 
Company from the Encantada operation will be essentially the same as those obtained from a 49% share- 


holding. 


LA ENCANTADA, S.A. 
Coahuila, Mexico 


Based on various assumptions of the price of lead and silver it is estimated that the Company’s share of 
the cash flow of La Encantada operations should be in the order of $1.5 million (U.S.) per year starting in 
1972. 


A significant feature of the proposed association of the Company and Peiioles is that these two companies 
intend to join in a major program of mineral exploration in Mexico. The minimum exploration budget is ex- 
pected to be $500,000 per year. The exploration will be managed by Contratista Tormex, S.A. a wholly owned 
Mexican subsidiary of the Company and the work will be financed from a portion of the cash flow generated 
by the Encantada mine. In addition, through a second, wholly-owned subsidiary, Canteca, S.A., the Com- 
pany is making independent investigations of a number of mining properties in Mexico. 


Fluorite — Santa Rosa 

Through an affiliated company, Cia. Minera La Cuesta, S.A. the Company is developing a fluorspar 
deposit in conjunction with R & I-Ramtite (Canada) Limited, a subsidiary of Combustion Engineering, 
Incorporated of New York. Although the Company holds only 24.5% of La Cuesta, negotiations are under- 
way to try to acquire an additional 24.5% which would bring the Company’s total holdings to 49%. 


The property is located in the state of Sonora in northwestern Mexico, as shown on the map. The 
central part of the deposit has been developed underground by approximately 680 meters of drifting and 
crosscutting. Proven ore reserves, available by open pit mining, are estimated to be 630,000 tons at an average 
grade of 38.1% CaF, after dilution. Possible reserves, most of which would probably have to be mined from 
underground, are estimated to be about 450,000 tons of similar grade material. The possibility of developing 
additional ore reserves on the property are considered to be good. 


Preliminary metallurgical tests show that fluorspar of acid grade (greater than 97% CaF) can be made 
with an 85% recovery. Additional metallurgical tests are being conducted in both Canada and Japan. 


A detailed feasibility report is being prepared to determine capital and operating costs of a 300 ton mill 
which would produce approximately 100 tons of acid-grade fluorspar per day. Discussions are being held 
with potential consumers of fluorspar and several companies are showing an active interest in the deposit. 
A decision on whether or not to place the deposit into production is expected to be made this year. 


Gold — La Noria 

Exploration in the La Noria area, State of Sonora in northwestern Mexico, has continued to locate 
additional low-grade showings of gold over a wide area. Geological mapping of the property has been done 
and detailed mapping and sampling has been completed over three of the major showings. 


An economic deposit has not been located as yet but further work including diamond drilling is planned 
in an effort to locate a large tonnage, low-grade deposit which would be amenable to open-pit mining. 
Preliminary metallurgical testing indicates that a large percentage of the gold can be recovered by straight 
cyanidation. 


Silver — Cruz de Mayo 

This property is located in the State of Sonora in northwestern Mexico. Detailed geological mapping of a 
portion of the property was completed recently. Silver mineralization is associated with a quartz breccia zone 
near a rhyolite-andesite contact. Potential open-pit reserves could be in the order of several million tons but 
considerable additional work is needed to establish the grade of the deposit. A program of detailed mapping, 
sampling and diamond drilling to develop this property further is to be started shortly. 


Silver — Colon 

The Colon silver property is located in the State of Sonora, in northwestern Mexico. Silver is found in a 
quartz-carbonate vein over widths of 2-3 meters and over a strike length of approximately 350 meters. Tormex 
geologists have found indications that the strike length may be as much as 1,500 meters. The vein has been 
mined at surface by hand methods for some years and, where exposed, the veins have returned excellent silver 


and gold values. 


This property is being mapped by Company geologists and a program of diamond drilling is proposed 
to test the vein structure at depth. 


Lead-Zinc-Silver — Lamentos District 

This district is located in the State of Chihuahua, in north central Mexico. Years ago a single chimney 
of lead-zinc-silver ore was mined from the central part of the area. A regional geological study of the district 
is being made in an attempt to define the geological and structural environment which housed the known ore 
shoot. This work is based on the concept that other chimneys might be found in this area of favourable 
geology. 

Geological and geophysical surveys are in progress. Follow-up diamond drilling will depend on the 
results of this work. 


Lead-Zinc-Silver — San Carlos 

This property is located in the State of Chihuahua as shown on the map. Regional geological mapping 
has been completed and further detailed work is being done to follow up a low-grade showing of lead-zinc- 
silver mineralization which occurs over a width of about 30 feet found in an old diamond drill hole. 


Mexican Syndicates : 

The I.T.G. Syndicate (Inco, Granby and the Company) in which the Company participated last year 
completed a diamond drilling program on the Arados copper property originally held by the Company. As 
no significant values in copper were found and as a modest program of outside exploration for new deposits 
was unsuccessful, the syndicate was disbanded. 


The Delta Syndicate, under the direction of Toronto Consultants Derry Michener and Booth, has been 
formed to explore an area in Southern Mexico. Sufficient money to support the program for one year has 
been subscribed by the Company and two other Canadian companies. 


Copper — Luz del Cobre 

The Company continues to hold 200,000 shares of Ludelco Mines Limited, the owner of the Luz del 
Cobre property located in Sonora. However the Company is no longer actively engaged in the management 
and direction of Ludelco. 


Other 


Several other areas of known mineralization, some of which are shown on the enclosed map of Mexico, 
are under active exploration. 


The year 1970 was a full and productive one for the Company. The current year promises to be equally 
rewarding in terms of both mine development and mineral exploration. 


On behalf of the Board, 


W. H. GROSS, 
President 


Toronto, Ontario 
June 1, 1971. 


TORMEX MINING DEVELOPERS LIMITED 


(Incorporated under the laws of Ontario) 
and subsidiary company, Contratista Tormex, S.A. 


CONSOLIDATED BALANCE SHEET AS AT DECEMBER 31, 1970 


(with comparative figures for 1969) 


ASSETS 


FIXED, at cost 


Ciitce Pursiture sand. HIXTUTeS saan ae id eens ec Seats eet nen aes 
PLUEGINOLIVG CCUIPULeN Lae oan he. ule ce ei ok aha Gh, ei rae ee 
Ecasenoid SIpPrOvenicnistuc webs kc newi et Ges Coe Cec eee 


OTHER ASSETS AND DEFERRED CHARGES 


GV ANCES MON CXPIOLALIONGn wr yin arene tay keeles eee a ree ere ia a ee vies 
Deferred exploration and administrative expense................- 
SlacewissugrexDCNSCAICLELICOsttrumim un ah itira seins iene rete ee 
Wreanizalonvex Dense Ielelledencac sr, satsaias en ctelemate Ade atria ah e 
OMMERAGVANCES oP ost hh aie wees ins poche dise sioe we tai eles teee ales 


LIABILITIES 
CURRENT 


Agcoums payable ang accrucd Charges.) ana. - susie cine ee eee 


LONG-TERM 


Loan payable—Pure Silver Mines Limited (Note 5).............-. 


SHAREHOLDERS’ EQUITY 
Capital Stock (Note 6) 
Authorized— 
5,000,000 shares without par value 
Issued and fully paid— 


2,164,830 shares (1969—2,156,330 shares)..............-- 
Contributed Surplus (INOTEN1 cas ctens sto cs ne ceo arscviemedy re to = 
Loss on disposal of shares and share options in other companies (Note 2) 


Approved on Behalf of the Board: 
E. G. THompson, Director 
G. A. ALLEN, Director 


The attached notes form an integral part of these financial statements. 
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1970 1969 
5, £73,930. $6. 38,366 
42,134 71,289 
39,442 29,404 
155,506 139,059 
1,694,477 555,530 
195,451 98,313 
1,889,928 653,843 
5,674 1,585 
14,120 3,950 
3,186 3,519 
22,980 9,054 
15,084 5,582 
503,018 196,168 
20,802 20,802 
2,718 2,718 
8,986 zs 
1,320,438 es 
1,871,046 225,270 
$3,939,460 $1,027,226 
$ 180,385 $ 16,165 
2,962,594 = 
910,145 903,345 
107,716 107,716 
(221,380) ee 
796,481 1,011,061 
$3,939,460 $1,027,226 


TORMEX MINING DEVELOPERS LIMITED 


and subsidiary company, Contratista Tormex, S.A. 


CONSOLIDATED STATEMENT OF DEFERRED EXPLORATION AND 
ADMINISTRATIVE EXPENSES 
For the Year Ended December 31, 1970 


(with comparative figures for 1969) 


1970 1969 
EXPLORATION EXPENDITURES 
Expenditures on Mexican properties— 

Explorations (3) aveehiog Sb esate s wr oat tase ee ee ato eae $ 15,783 DROS LL 
Engineering fees and expenses ic. 24.56 <1 scale eae eee eee 90,097 61,639 
| 77:1 een ee PROP AD hint, Pare OP Syn At See AIT Me eR 8 2 —~ 123 
Travel ‘and accommodation ys: ...5 sos em Lee en aie ee ee eee 17,799 8,273 
Teleplione and ‘telesraph so: 2s.4..015 2 ci bel ee eae eee eer Eten 722 497 
Mining claims expense? Git). ts ec eae sees eerie aires Ooee Leer —~ 1,982 
Tmsurance ls off 5 0.5 SiS este toe Seeley g Woe eee ea eas tte eet eee ee Sie 779 700 
Sundry Sena oH eh Sala Cua ciate te rnnch ape ind eee nen ave nee 524 1,165 
125,704 129,890 

Less exploration expenditures recovered from associated companies........ 7,102 — 


118,602 129,890 


Administrative-fees 58 Fen 0046s an ear oe ere eek eee ee eee 27,337 8,221 
Rent ese Oye RNa d ertaiald a eaatate iat id -andle EaaE eres ele eect eens 9,533 2,628 
Legal, audit‘and accounting? 244 jnif7 ola rasc fale eee ee ekt eka ene ter rene 54,444 34,118 
Travel and accommodation 22500) iactncte ow oiai rc noe mene oe 5,886 10,849 
Printing and ‘stationery: 6. \.cuici sf nics nioe oe he te eee ie eee 6,697 2,957 
Office ‘supplies and expensed.) ike his ae clent otant ceed gee en nee eee 8,194 2,543 
Telephone and telegraph (23. oie. waiceg ha alls oe eee ee 10,648 2,015 
Promotion, public relations and advertising..............cccccceceeecees 6,415 1,007 
Transfer agents fees vice vsanco veils ere ae oh OR ne eran et Eee eee 1,040 859 
SUHAIY sc ied sadist dd Sicha le SMEG CE Oa eae Ee LET et enna ate 4,167 2,700 
Bank charges and foreign exchanges, v.02 ine 122 sen eee ee ee ee 3,939 1,073 
Interest Expense foi) \.uis Peau ws vide ware dediod wis Geen pre a eee ee ene 92,142 — 
Bad debts expense st fii Gagt: cic tot protests tees eet ee ee ee 20,888 — 
251,330  —«68,970 
Less administrative expenses recovered from associated companies......... 62,303 — 


189,027 68,970 
307,629 198,860 


Deduct—-Interest earned). cagcis wie adnle s yates antecins shee hie ee Le 779 8,982 
Expenditures:(net) for the-yeard terns 2 ton eee ae ones ere ee 306,850 189,878 
Deferred expenditures, beginning of year.<i........0¢-csscclesecdeeceeenneus 196,168 6,290 
Deterred expenditures, end of yearus.iat4-5 naceenciee nee $503,018 $196,168 


The attached notes form an integral part of these financial statements. 
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TORMEX MINING DEVELOPERS LIMITED 


and subsidiary company, Contratista Tormex, S.A. 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
For the Year Ended December 31, 1970 


(with comparative figures for 1969) 


1970 1969 
SOURCE OF FUNDS 
Issue Of capital stock-—for Cash -itiat uc lane ae heater as wed steak eee $ 6,800 $ 825,400 
SOL INVESLMeENts wun ete ate Cele ec an ane tee ene Lhe —_ 75,000 
6,800 900,400 
Funds received from Exploraciones Sonora, S.A.............02000eee- — 107,716 
Proceeds on disposal of shares of other companies....................- 1 — 
Funds received from Pure Silver Mines Limited...................... 2,962,594 — 


2,969,395 1,008,116 
APPLICATION OF FUNDS 


Purchase of shares in associated companies...............2..eeeeeeee 1,354,947 555,530 
AGVances 101 associatedsCOMmpanies ce ons saree nk coe ae aoe tae tence 102,519 98,313 
Purchase of fixed assets 7 yee sun ies tiie a2 esata a reas eae aiecl os 13,926 9,054 
Advances Torexplorduon scence oo ie ieee ee ahi ere he epee 9,502 5,582 
Exploration and administrative expenditures ..................00.0000- 306,850 189,878 
CtherzAd VANCES se eee pes tee eee he ements cette Se ease ai eieta ne ra etary ees 8,986 — 
Loan to Mexican national to acquire La Encantada, S.A. shares........ 1,320,438 — 
SHArCHSSUESEX DENSE, > pron a meat Mie ee ne eer ere ent Aeon ne ce reat er eee —+ 20,802 
Organization expense? gerry .nees este ea cede heh nie Ria pe eee ee —- 78 
3,117,168 879,237 
Increase (decrease) in working capital position....................-000005 (147,773) 128,879 
Working capital (deficiency) at beginning of year.....................005- 122,894 (5,985) 
Working capital (deficiency) atend ol year oe ais. poses cede etme ine st atetes $ (24,879) $ 122,894 


The attached notes form an integral part of these financial statements. 


AUDITORS’ REPORT 


To the Shareholders of 
TORMEX MINING DEVELOPERS LIMITED. 


We have examined the consolidated balance sheet of Tormex Mining Developers Limited and its 
subsidiary company, Contratista Tormex, S.A. as at December 31, 1970 and the consolidated statements 
of deferred exploration and administrative expenses and source and application of funds for the year then 
ended. Our examination of Tormex Mining Developers Limited of which we are the auditors included a 
general review of the accounting procedures and such tests of the accounting records and other supporting 
evidence as we considered necessary in the circumstances. We have relied on the report of the auditors who 
have examined the financial statements of the subsidiary company. 


In our opinion, these consolidated financial statements present fairly the financial position of the 
companies as at December 31, 1970 and the results of their operations and the source and application of their 
funds for the year then ended, in accordance with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


Toronto, Canada, MACGILLIVRAY & Co. 
April 6, 1971. Chartered Accountants. 
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TORMEX MINING DEVELOPERS LIMITED 


and subsidiary company, Contratista Tormex, S.A. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS DECEMBER 31, 1970 


1. Basis of Consolidation 
The consolidated financial statements include the accounts of Contratista Tormex, S.A. a wholly owned 
Mexican company for the year ended December 31, 1970. The comparative figures for 1969 include the 
accounts of Contratista Tormex, S.A. for the period April 14, 1969 to December 31, 1969. The conversion 
of Mexican currency to Canadian funds was at the prevailing rate on December 31, 1970. 


2. Investments in Associated Companies 
At December 31, 1970, the company had investments in and advances to associated companies as follows: 


Number Percentage Cost of 
of Shares Owned Shares Advances 
Gia; Minera: La Profesa7S.A.3...e.4ceeeeee ae G35 49.0 $ 76.920 $ 39,813 
Minera. Urique S: Ante snes ee eee eae 490 49.0 s 33,682 
CiasMinera: La-CuestacS:A.0 ae. occ eae 3,185 24.5 9,649 VARS YA 
Cia MineratDel Bacatete sive. acer ee ee 5,880 49.0 39,925 49,026 
Ludelco: Mines: Limiitedic. 246.35 wha eee 200,000 14.4 216,000 51,359 
La-Encantada:S:AA coir eo eee eee 9,800 49.0 1,351,983 — 
$1,694,477 $195,451 


Under agreement dated January 31, 1969, the company purchased (a) all of the Series B shares (49% 
interest) of Cia. Minera La Profesa, S.A.; (b) all of the Series B shares (49 % interest) of Minera Urique, 
S.A.; and (c) an option to purchase all the Series B shares (49 % interest) of Tungsteno de Baviacora, S.A.; 
in consideration for 750,000 shares of the company valued at $75,000. This latter option to purchase the 
Series B shares of Tungsteno de Baviacora, S.A., was discontinued on February 2, 1970. During 1970 an 
additional $1,920 was expended on the Minera Urique, S.A. shares. Further option payments made in 
1969 re the Baviacora shares were written off in 1970 in the amount of $5,381. 


By agreement dated April 27, 1970, the company paid to Ludelco Mines Limited the sum of $50,000 
(U.S. funds) for further exploration of the San Antonio claims, and upon receipt of $1.00 (U.S. funds) 
the company transferred 200,000 shares of Ludelco to a trustee who was designated by Ludelco and 
Exploraciones Sonora, S.A. The result of this latter transaction was a loss on disposal of shares in the 
amount of $215,999. Such shares are to be dealt with by the trustee on Ludelco’s behalf to assist in attract- 
ing outside financing. The advance of $50,000 (U.S. funds) mentioned above will be convertible into 
shares of Ludelco if and when additional shares of Ludelco are offered for sale. The agreement also 
states that in the event that Tormex’s interest in any one of the Arados, La Noria or Santa Rosa mining 
properties shall within a period of two years from the date of the agreement attain a value of $500,000 
(U.S. funds) or more after subtracting the actual costs of improvements to such properties, then the 
company shall subscribe and pay up to $150,000 (U.S. funds) for shares of Ludelco. The company has 
also agreed to not sell any of its shares of Ludelco prior to August 1, 1972 without the prior consent of 
Exploraciones Sonora, S.A. 


As of September 24, 1970 the company, through its wholly owned subsidiary, acquired a 49 % interest in 
the share capital of La Encantada, S.A. (an operating Mexican mining company) at a cost of $1,351,983. 
The 9,800 shares of La Encantada, S.A. have been lodged with Pure Silver Mines Limited as security 
for the loans received from that company. 


3. Note Receivable 


The company advanced funds to a Mexican national under promissory notes to enable him to acquire 
the remaining 51% of the capital stock of La Encantada, S.A. As at December 31, 1970 the shares were 
in the hands of a Mexican group not acceptable to the company as a partner and legal steps were being 
taken to rectify the situation. Subsequent to December 31, 1970, the legal problems were resolved and 
the company has granted a three month option expiring July 5, 1971 to Industrias Penoles, S.A., a Mexican 
company, to join the company in the development of the Encantada Mine by purchasing 60% of the shares 
of La Encantada, S.A. This would result in realization of the note receivable. 
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The Reorganization and Financing Agreement made as of August 28, 1970 and the Extension Agreement 
made as of September 25, 1970 to which the company was a party has not been approved by all the 
regulatory authorities as at December 31, 1970. Under these agreements, the company has agreed to 
purchase from Lacanex Mining Company Limited all of its Mexican operations including the shares of 
and advances to Lacanex, S.A., at cost, estimated at approximately $225,000. Also under these agree- 
ments, the company has granted options for the issuance of 2,141,000 shares in the capital stock of the 
company for a total cash consideration of $1,712,800 exercisable on or before the closing date. 


Under agreement dated September 4, 1970, the company received loans from Pure Silver Mines Limited 
to further its exploration and investigation of and investment in mining properties in Mexico. Such loans 
are payable on December 31, 1976 or one year following demand therefore, whichever is later, and shall 
bear interest at the rate of 814% per annum. 


. Capital Stock 


(a) During the year ended December 31, 1970, 8,500 shares were issued for $6,800. 


(b) Warrants to purchase shares are outstanding entitling the holder thereof to purchase one share for 
each warrant held (501,915 in total) at the price of $0.80 per share at any time on or before June 
BO de is 


(c) The company, by agreements dated January 23, 1969 and June 30, 1969 has granted options for the 
issuance of 300,000 shares in the capital stock of the company for a total cash consideration of 
$150,000 exercisable at any time on or before March 15, 1972. As of December 31, 1970, options 
for 150,000 such shares were exercised. 

The company by agreement dated July 8, 1969 has designated 50,000 shares of the capital stock of 
the company as employees’ share options. The option period shall be five years from the date the 
option is granted. During 1970 options (expiring September 25, 1974) for 8,000 such shares were 
exercised and options (expiring October 27, 1974) for 10,000 such shares lapsed on termination of 
employment. As at December 31, 1970 the outstanding options granted under the plan are as follows: 
17,000 shares at $0.80 per share expiring September 25, 1974 
15,000 shares at $0.80 per share expiring October 27, 1974 


32,000 


(d) If all available options to purchase and warrant rights are exercised, the company would be required 
to issue shares of its capital stock as follows (excluding conditional options as set out in Note 4): 


No. of Cash 

Shares Consideration 
Warrants to purchase shares......... 501,915 $401,532 
Available: options..0.. oc ts.c eae ah « 192,000 108,600 


693,915 $510,132 


. Contributed Surplus 


By agreement dated June 30, 1969, Exploraciones Sonora, S.A. advanced to the company without interest, 
$100,000 (U.S. funds). In full and complete satisfaction thereof Exploraciones Sonora, S.A. accepted an 
option to purchase 50,000 shares of the capital stock of the company at the price of $0.50 per share. 
This option to purchase is included in the options outstanding as detailed in Note 6 (c). 


Companies Operations 

The companies have been involved in financing associated companies in exploring for mineral deposits 
and engaged in investigating opportunities for mining ventures. 

The realization and collectibility of the investments and advances to associated companies would appear 
to be dependent upon the discovery and successful exploitation of mineral deposits by these companies. 


. Remuneration of Directors and Senior Officers 


The direct remuneration of directors and senior officers, as defined by The Corporations Act, Ontario 
amounted to $66,399 in 1970 and $37,995 in 1969. 
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and subsidiary company, Contratista Tormex, S.A. 


CONSOLIDATED STATEMENT OF SOURCE 


AND USE OF WORKING CAPITAL 
for the six months ended June 30, 1971 
(with comparative figures for 1970) 


1971 

SOURCE OF WORKING 
CAPITAL 
Issue of capital stock 
for cash STS PRR HS 2 
Funds received from 
Pure Silver Mines 
Limited (net) 811,406 
Provision for current 
portion of note 
receivable 308,856 

1,512,594 
USE OF WORKING CAPITAL 
Purchase of shares in 
associated company 395,477 


Advances to associated 
companies 5,341 


Purchase of fixed assets 21,489 
Advances for 
exploration 34,772 
Exploration and adminis- 
trative expenses 165,757 
Other advances 
Deposit to acquire 
sharepurchase option 

622,836 
Increase (Decrease) in 
working capital 
position 889,758 
Working capital 
(deficiency), beginning 
of period (24,879) 
Working capital, end 
of period $ 864,879 


1,044 


4,275 


71,522 
6,000 


25,358 


108,199 


(108,199) 


122,894 


$ 14,695 
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To the Shareholders: 


Progress on your Company's exploration and 
development projects in Mexico was reviewed in 
detail at the recent Annual Meeting of Share- 
holders. In a letter to Shareholders on July 15th, 
you were advised that Industrias Penoles, S.A.. 
one of the largest mining and smelting companies 
in Mexico, had exercised its option to purchase at 
cost, 60% of the shares of La Encantada, S.A. 
with Tormex retaining a 40% interest. 


The mine expansion program at Encantada, 
which is designed to increase production from 
the current rate of 100 tons per day to at least 350 
tons per day, will be completed by mid 1972 ata 
cost of approximately 1.0 million dollars. Current 
proven ore reserves of approximately one million 
tons grading 20% lead and 20 ounces of silver 
could be substantially increased within the next 
year by new development work. Although the 
Encantada ore is rich enough to be shipped 
directly to the smelter, preliminary tests show that 
the ore might be upgraded by gravity and 
flotation. The installation of such a plant could 
reduce considerably transportation and smelting 
charges resulting in a more profitable operation. 


Six additional holes are being drilled by a 
prospective partner on the Santa Rosa fluorite 
property in Sonora. These holes are being drilled 
in an attempt to prove up additional ore as a 
basis for the construction of a 300 metric ton per 
day plant designed to make acid-grade “‘spar’’. It 
is expected that feasibility studies on the property 
will be completed by the end of September and 
that a production decision will be made before the 
end of the year. 


Exploration work budgeted at $500,000 for the 
next twelve months is continuing on a number of 
interesting properties in Mexico. This budget is 
part of a long-range exploration agreement that 


was concluded in July 1971 with. Industrias 
Penoles, S.A. oa ate Wor eele 

A submission to the Securities and Exchange 
Commission in Washington has been filed with 
respect to the Reorganization and Financing 
Agreement with Du Pont of Canada Limited and 
others. Once an exemption is granted by the 
S.E.C. the transactions previously. anpidved By 
your Company can be concluded. 


As mentioned in the letter to you in a. the 
Directors felt that with the Company in a sound 
financial position, with the Encantada mine in 
production and with an active, well-financed 
exploration program underway, your Company 
should apply for a listing on The Toronto Stock 
Exchange. To comply with listing requirements, 
an independent engineering report on your 
Company's various properties was prepared. 
This report, along with other corporate and 
financial information, was submitted to The 
Toronto Stock Exchange for examination. We 
are pleased to announce that Tormex shares were 
accepted for listing on August 24th and likely 
will be posted for trading early in September. 


On behalf of the board, 


Ae I Pu 


Toronto, Ontario. W. H. Gross, 
August 25, 1971. President. 


